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The Nebraska Auditor of Public Accounts Office was created by the first territorial Legislature in 1855.  The Auditor was the 

general accountant and revenue officer of the territory.  Those duties have expanded and evolved over the decades, as modern 

accounting theory has been implemented.  The office of the Auditor of Public Accounts is one of six offices making up the 

executive branch of Nebraska State Government.  Charlie Janssen was elected in November 2014, as the Nebraska Auditor of 

Public Accounts.  He was sworn into office on January 8, 2015, as Nebraska’s 25th State Auditor. 

 

 

The mission of the Nebraska Auditor of Public Accounts’ office is to provide independent, accurate, and timely audits, reviews, 

or investigations of the financial operations of Nebraska State and local governments. 

 

We will provide this information, as required by statute, to all policymakers and taxpayers through written reports and our 

Internet-based Budget and Audit databases. 

 

We will maintain a professionally prepared staff, utilizing up-to-date technology, and following current Government Auditing 

Standards. 

 

 

 

Audit Staff Working On This Examination 
Cindy Janssen, Audit Manager 

 

 

 

Our reports can be found electronically at:  http://www.auditors.nebraska.gov 

 

Additionally, you may request them by contacting us at: 

 

Nebraska Auditor of Public Accounts 

State Capitol, Suite 2303 

P.O. Box 98917 

Lincoln, Nebraska 68509 

Phone:  402-471-2111 
 

 

 

http://www.auditors.nebraska.gov/
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INDEPENDENT ACCOUNTANT’S REPORT ON 

APPLYING AGREED-UPON PROCEDURES 
 

 

Department of Health and Human Services 

Division of Medicaid & Long Term Care 

Lincoln, Nebraska 
 

We have performed the procedures enumerated below, which were agreed to by the engaging party, the 

program management of the Nebraska Department of Health and Human Services (DHHS), on the 

subrecipients’ (responsible party) financial reports (subject matter) and whether they were accurate and in 

compliance (assertion) with Federal cost principles (criteria) during the period July 1, 2017, through 

June 30, 2018.  Management of DHHS is responsible for ensuring the criteria used is applicable.  The 

responsible party, each subrecipient, is responsible for ensuring the accuracy of the reports and compliance 

with Federal cost principles.  The sufficiency of these procedures is solely the responsibility of those 

parties specified in this report. Consequently, we make no representations regarding the sufficiency of the 

procedures enumerated below either for the purpose for which this report has been requested or for any 

other purpose.  
 

Procedures Performed and Results 
 

1. Complete Internal Control Questionnaire 

 

The APA determined that all nine subrecipients tested lacked proper internal controls in one or more areas 

reviewed.  Most lacked adequate written policies to determine that costs are necessary and reasonable, 

allocable, and allowable in accordance with Federal regulations.  Furthermore, several lacked a reasonable 

basis to allocate personnel costs for employees who work on more than one program.  Generally, personnel 

costs were allocated based upon a budgeted estimate of the amount of time worked on each program and 

not based on actual time worked or a documented method for reasonably allocating the personnel costs 

based on relative benefit received for each program.   
 

For more details regarding each subrecipients’ lack of internal controls, see Attachments 1-9.   
 

2. Obtain prior audit or monitoring findings and determine if weaknesses have been corrected. 
 

The APA found that three of nine subrecipients had audit findings documented in a prior audit report.  The 

APA performed follow-up procedures on each of those, as necessary.   
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3. Document the accounting software used by the entity and obtain a back up or general ledger of 

the FY 2018 transactions 

 

For all nine subrecipients, the APA obtained financial information for a month selected for testing. 

 

4. Review list of individuals authorized to process expenditure transactions in accounting system. 

 

For all nine subrecipients, the APA documented the individuals authorized to process transactions in the 

accounting system.   

 

5. If applicable, determine the subrecipient is a non-profit organization in the State of Nebraska 

 

The APA determined that five of the nine subrecipients had received a Section 501(c)(3) exempt status 

from the Internal Revenue Service and operated as a non-profit organization.  However, none of the five 

had made the appropriate filing with the Nebraska Secretary of State to operate as a non-profit in Nebraska.   

 

See Attachments 1-4 and 8. 

 

6. Obtain a list of employees paid during the period tested 

 

For all nine subrecipients, the APA obtained a list of employees paid during the period tested.   

 

7. Perform a detailed test of employee payroll 

 

For each of the nine subrecipients, the APA performed detailed employee payroll testing, which consisted 

of numerous steps for the employees selected for testing.  In addition to the inadequate procedures to 

allocate personnel costs noted previously, the APA found several other concerns, including issues with 

income tax withholdings, lack of approved pay rates, timesheets that were not signed by either the 

employee or a supervisor, a lack of authorization for amounts deducted from employees’ pay, and amounts 

deducted from employees’ pay that did not agree to documentation provided.   

 

For more detailed information regarding each of the subrecipients’ payroll testing findings, see 

Attachments 1-9.   

 

8. Review journal entries to determine the entry and classification of transactions are reasonable 

and proper 

 

The APA found concerns with the journal entries reviewed for one of nine subrecipients tested.  One 

journal entry moved 25% of certain costs to the Title III C-1 program from the Title III B program without 

adequate documentation to support the percentage of costs transferred.  The subrecipient also used journal 

entries to record indirect costs in the Medicaid programs by taking 15% of the budgeted personnel costs 

for a 10-month period.  Again, there was not adequate documentation on file to determine if those costs 

reflected the amount of administrative time actually worked on the programs.   

 

See Attachment 5.   

 

9. Review negative expenditures to determine if transactions were reasonable and proper 

 

No concerns were noted during this test.    
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10. Perform a detailed test of agency expenditures 

 

For each of the nine subrecipients, the APA performed a test of expenditures, which consisted of numerous 

steps for each transaction selected for testing.  Generally, the APA determined the subrecipients lacked 

adequate procedures to allocate costs based on the relative benefits received by each program.   
 

Furthermore, the APA found a number of concerns with all nine subrecipients tested, including charges 

to Federal awards for vehicle replacement costs, which is not an actual or allowable expense, lack of 

adequate documentation to support mileage reimbursements to employees or to determine that miles 

driven were reasonable, in-kind building space costs that were not calculated in accordance with Federal 

regulations, lack of documentation to support expenses submitted by subrecipients, lack of consistency by 

the subrecipients in accounting for their own subrecipient expenses, lack of documentation to support 

meal requests provided by contractors, lack of documentation to support the rates charged for homemaker 

services, treating one relationship with a vendor as a contract rather than a subrecipient subject to Federal 

regulations, amounts paid that exceeded the amount authorized for clients, lack of adequate documentation 

to support rates paid, and concerns with indirect cost calculations and charges.   
 

For additional details for each subrecipient tested, see Attachments 1-9.   
 

11. Determine if the agency has significant contracts.  If testing deemed necessary, determine the 

extent and necessary procedures.  The entity followed the same policies and procedures it uses 

for procurements from its non-Federal funds. 
 

Significant contracts would have been tested in the expenditure section above, or the subrecipient 

monitoring section, below.   
 

12. Ascertain the procedures to ensure the time elapsing between the receipt of the Federal awards 

and the disbursement of funds is minimal.  (45 CFR 75.309) 

 

The subrecipients are paid on a reimbursement basis.  Therefore, no issues were noted.   
 

13. Determine whether program income and matching is correctly determined, recorded, and used 

in accordance with applicable requirements.   
 

The APA determined seven of the nine subrecipients lacked adequate procedures over the collection and 

recording of income and matching amounts, including contribution logs that were not signed by two 

individuals, volunteer hours reported as matching that were not documented by approved timesheets, 

volunteer hours reported that were mathematically inaccurate, lack of documentation to verify income and 

matching amounts reported by senior centers or subrecipients, records that did not support the amount of 

income reported, amounts reported that did not agree to the amount deposited, and a lack of documentation 

or sign-in sheets at congregate sites.   
 

For additional details for each subrecipient, see Attachments 1, 3-8.   
 

14. Determine whether the required reports include all activity of the reporting period, are 

supported by adequate records, and are presented in accordance with requirements.  (Compare 

financial information obtained to selected reports.) 

 

The APA found concerns with the amounts reported for seven of nine subrecipients.  In general, the 

amounts reported to DHHS were not supported by the financial information provided by the subrecipient.  

The APA also determined one subrecipient had adjusted the original entries made in the accounting 
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system, which had completely eliminated the audit trail.  Furthermore, local matching amounts reported 

were not supported, NSIP amounts reported were not accurate, volunteer hours were not recorded in the 

accounting system, and one subrecipient did not have the form on file that the senior center used to report 

its financial activity for the month.   

 

For further information regarding these concerns, see Attachments 1-2, 4-8.   

 

15. Determine the Medicaid & LOC payments were in accordance with the terms of the contract. 

 

In most cases, the Medicaid expenses were tested with the expenditure testing completed above.   

 

16. Document the Agency’s procedures to monitor its subrecipients, if applicable.   

 

The APA noted issues with the subrecipient monitoring procedures performed by seven of the nine 

subrecipients.  The other two subrecipients did not make any subawards.  In general, the subrecipients 

tested lacked adequate monitoring procedures for its subawards.  Most lacked written policies 

documenting the subrecipient monitoring process.  Additionally, most performed only very limited testing 

and did not review personnel costs, methods used to allocate expenses to the various programs, income, 

or matching amounts.  Many of them did not maintain the documentation to support the detailed testing 

performed.  In some cases, cash was not counted, matching amounts were not verified, all senior centers 

or subawards were not reviewed, and explanations could not be provided for indirect costs charged.   

 

For additional details on the subrecipients tested, see Attachments 1-6, and 8.   

 

* * * * * * 

 

The agreed-upon procedures engagement was conducted in accordance with attestation standards 

established by the American Institute of Certified Public Accountants, and the standards applicable to 

attestation engagements contained in Government Auditing Standards, issued by the Comptroller General 

of the United States.  We were not engaged to and did not conduct an examination or review, the objective 

of which would be the expression of an opinion or conclusion, respectively, on compliance with specified 

requirements.  Accordingly, we do not express such an opinion or conclusion.  Had we performed 

additional procedures, other matters might have come to our attention that would have been reported to 

you.  

 

The purpose of this report is to determine whether the subrecipient financial reports were accurate and in 

compliance with Federal cost principles.  Accordingly, this report is not suitable for any other purpose.  

This report is a matter of public record, and its distribution is not limited.   

 

 

 

 

 

 

 

September 5, 2018 Charlie Janssen 

 Auditor of Public Accounts 

 Lincoln, Nebraska 

 















































































































 South Central Nebraska Area Agency on Aging (SCNAAA) Attachment 8 

Summary of Results – Subrecipient Monitoring 

January 2018 Payment from DHHS for December 2017 Services 

FYE 6/30/2018 
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The APA tested a $4,250 rental expense for its building space.  The allocation of the rent is based upon the time 

studies completed by agency staff.  As mentioned previously, the agency lacked a written policy that described the 

rounding of the calculated amounts in the time study to the allocation spreadsheet.  The rounding amounts were 

not uniform across the programs.  Additionally, the allocation of this rental expense did not agree to the allocation 

spreadsheet in many instances.  For instance, the IIIB Access activity was noted as .97% on the allocation 

spreadsheet; however, 7.9% was used to allocate this cost.  Additionally, the IIIE program showed 2.06% on the 

allocation spreadsheet; however, there was nothing allocated to IIIE for this cost.  A final example is Medicaid 

Waiver, in which the allocation spreadsheet showed a 42.01% calculation; however, the actual amount of this cost 

allocated was 43.8%.  It appears as though the allocation spreadsheet was not consistently used and that the 

agency haphazardly assigned percentages to each program that were close to the percentage calculated.   

 

The allocation of the building space rental costs to the programs is as follows: 

 

IIIB  C1  C2 IIID  IIIE  LOC Waiver Other Total 

$ 714.00 $ 531.25 $ 106.25 $0.00 $ 0.00 $ 174.25 $ 1,861.50 $862.75 $ 4,250.00 

 

If the SCNAAA chooses to use the time study to allocate costs, it should only allocate the portion of the costs that 

are directly attributable to the programs and should ensure the amount charged to the programs agrees to the time 

study percentages.   

 

The APA tested a $437 payment to a Chore worker that was coded to the IIIB program as an “Other” expense.  

The SCNAAA provided an agreement from 2011 that stipulated a rate of $8 per hour for up to 8 hours per month.  

The chore provider was paid $9.50 per hour for a total of 46 hours for 7 different clients for one month.  The 

SCNAAA should ensure its payments are in accordance with the terms of its contracts and agreements and should 

look to amend the agreements when necessary.   

 

The APA tested a $601 expense coded to the IIIE program as an “other” expense.  The expense is to provider of 

meals in Comstock.  The entity provided an invoice to the SCNAAA indicating the client served, the number of 

meals provided, and a cost per meal.  For December 2017, the invoice showed 167 meals provided to 12 different 

clients.  However, SCNAAA was only charged $601 for those meals, which is about $3.60 per meal.  There was no 

explanation regarding the $5.50 per meal noted on the invoice and the actual amount charged.  Additionally, the 

SCNAAA did not have a contract or agreement with this organization that defined the terms and conditions.  The 

SCNAAA should ensure written agreements are on file for all services provided that document the terms and 

conditions of the agreements, including the rate per meal and whether the meal is for the client or the caregiver.  

At first glance it appears the meal expenses should be charged to the Title C2 program for the client.  The SCNAAA 

should work with the State Unit of Aging to ensure appropriate coding of these funds.   

 

The APA tested a $2,225 expense to Medscope.  $1675 was charged to the IIIB lifelines program and $550 was 

charged to the IIIE Respite Lifelines program.  There was no contract or agreement on file with Medscope that 

defined the terms and conditions of the services provided.  The SCNAAA should ensure it has agreements with all 

entities that provide services and that clearly define the terms and conditions of the agreement.   

 

The APA tested a $1000 expense charged to the IIIB program for legal services.  The contract provided was for a 

three year period and stated it was not to exceed $24,000.  The invoice provided was for a three week period in 

December for $1000.  According to the SCNAAA general ledger, payments to the vendor since July 2017 have been 

$13,000.  It appears likely that payments to the vendor has exceeded the $24,000 stated in the contract.  

Additionally, the invoice included a charge of $190.60 for mileage.  The invoice did not indicate the points of 

destination for which mileage was claimed.  The SCNAAA indicated it was mileage from Beatrice to Kearney since 

the contractor is located in Beatrice.  The SCNAAA should ensure all payments conform to the terms and 

conditions of its contracts and agreements and should amend the contracts as necessary.   

















 League of Human Dignity Attachment 9 

Summary of Results – Subrecipient Monitoring 

March 2018 Payment from DHHS for February 2018 Services 

FYE 6/30/2018 
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The sum of cost numbers 1 through 8 in the budget included above were $1,096,010.  The indirect cost included in 

the budget was 10% of all of those costs.  The MTDC is defined in 2 CFR 200.68, as follows: 

 
MTDC means all direct salaries and wages, applicable fringe benefits, materials and supplies, services, travel, and up 

to the first $25,000 of each subaward (regardless of the period of performance of the subawards under the award). 

MTDC excludes equipment, capital expenditures, charges for patient care, rental costs, tuition remission, scholarships 

and fellowships, participant support costs and the portion of each subaward in excess of $25,000. Other items may 

only be excluded when necessary to avoid a serious inequity in the distribution of indirect costs, and with the approval 

of the cognizant agency for indirect costs. 

 

Additionally, the LHD also seems to have some kind of allocation method to accumulate and allocate indirect 

costs.  This method also is not consistent with the use of a 10% de minimis rate.  See “Indirect Cost Allocation” 

spreadsheet provided by the LHD: 

 

 
 

Based on this indirect cost allocation provided by the LHD, it does not appear the 10% de minimis is actually 

being used.   

 

We recommend the LHD consult with DHHS to ensure the indirect costs charged to the subaward are in 

compliance with the Uniform Grant Guidance concerning the usage of the de minimis rate.  Documentation from 

the U.S. Department of Health and Human Services, Program Support Center, Cost Allocation Services Office 

should be obtained to support its position. 

 

The APA also has concerns regarding whether the LHD has complied with the Uniform Grant Guidance regarding 

the allowability of certain costs.   

 

The LHD charged certain costs both directly and indirectly to the subaward, including office supplies, telephone, 

postage and shipping, occupancy, equipment rental and maintenance, and printing and copying.  Charges that are 

attributable to more than one, but not all, programs are allocated to the subaward using a percentage of salary 

https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=417f307e32260214332b0cf1264dd8af&term_occur=1&term_src=Title:2:Subtitle:A:Chapter:II:Part:200:Subpart:A:Subjgrp:28:200.68
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=fc38ec96e3dffd2a5e63c7bfd1694f16&term_occur=1&term_src=Title:2:Subtitle:A:Chapter:II:Part:200:Subpart:A:Subjgrp:28:200.68
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=1f4a4b0c837c4e92936c5b313aaa873a&term_occur=1&term_src=Title:2:Subtitle:A:Chapter:II:Part:200:Subpart:A:Subjgrp:28:200.68
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=fc38ec96e3dffd2a5e63c7bfd1694f16&term_occur=2&term_src=Title:2:Subtitle:A:Chapter:II:Part:200:Subpart:A:Subjgrp:28:200.68
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=d46331da5e6eb0aa01247862c3421bd0&term_occur=1&term_src=Title:2:Subtitle:A:Chapter:II:Part:200:Subpart:A:Subjgrp:28:200.68
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=b1658c99a7150eed9938e13b0cc5d5e6&term_occur=1&term_src=Title:2:Subtitle:A:Chapter:II:Part:200:Subpart:A:Subjgrp:28:200.68
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=6158962773804b5879fa42fa9517e10f&term_occur=1&term_src=Title:2:Subtitle:A:Chapter:II:Part:200:Subpart:A:Subjgrp:28:200.68
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=1a54ee02136787ae269a923c651a1aae&term_occur=1&term_src=Title:2:Subtitle:A:Chapter:II:Part:200:Subpart:A:Subjgrp:28:200.68
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=fc38ec96e3dffd2a5e63c7bfd1694f16&term_occur=3&term_src=Title:2:Subtitle:A:Chapter:II:Part:200:Subpart:A:Subjgrp:28:200.68
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=9cd550a3cf4c42cf2d2357cb601da43e&term_occur=1&term_src=Title:2:Subtitle:A:Chapter:II:Part:200:Subpart:A:Subjgrp:28:200.68


https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=21851fe8e105ffa7aee1b093fb2d86ea&term_occur=1&term_src=Title:2:Subtitle:A:Chapter:II:Part:200:Subpart:E:Subjgrp:41:200.412
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